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(i.e., partially “hold-the-line,” partially ‘“flexible’’), which centers conceptually 
around the principle of limited cost absorption, particularly in the business 
pricing area. | 

The majority of the Committee, however, is not categorically opposed to all 
cost absorption, since it would distribute productivity gains by the rather 
curious device of having business absorb one-fifth of all approved wage in- 
creases. Unless my arithmetic is way off, to distribute an average annual pro- 
ductivity increment of 2% or 3 per cent by this technique would require much 
swifter wage inflation than we have had since Korea; and this would presup- 
pose an equally rapid cost-of-living inflation. 

Aside from administrative considerations, the more obvious charges which 
CED would face if it pressed its current price-wage prescription are, first, that 
the dynamic properties of its policy contraption remain largely unknown—we 
have no real assurance that, in application, it would not turn out to be a spiral- 
accelerator instead of a spiral-dampener; and, second, that the proposal propa- 
gates the fallacy that prices and wages are perfectly symmetrical variables 
properly subject to perfectly symmetrical standards. 

In addition, it would sin in the eyes of most practicing price controllers by 
trying to enshrine a particular historical cost-price pattern. Ironically, the 
authors seem to have been driven to this particularly rigid feature of their 
“flexible” scheme by a praiseworthy desire to find some durable, only mod- 
erately coercive, semi-control arrangement to meet the perhaps prolonged 
needs of the partial mobilization period. They want controls to set only the 
outer limits within which market forces can operate. And where the Invisible 
Hand does need assistance, the Committee, distrusting administrative discre- 
tion, wants to replace the Bureaucratic Hand with a Mechanical Hand—a 
gadget. But, like bureaucrats, and in contrast with the free market, this 
automaton cannot be a standard unto itself. Like bureaucratic price controllers 
so far, the only place the authors know to look for a basic principle of cost- 
price-profit propriety to guide their mechanism is backward. And because an 
automaton must be even more rigid in its application of a norm than a 
bureaucrat, the CED’s mechanical hand seems to give way rather completely 
to the dead hand of the past. 

Joun P. Lewis* 

Washington, D.C. 


* The reviewer is a2 member of the Council of Economic Advisers’ staff. His views do 
not necessarily reflect those of the Council or of other staff members of the agency. 


The Struggle for Survival—A Chronicle of Economic Mobilization in World 
War II, By Evtiot JANEWAY. (New Haven: Yale University Press. 1951. 
Pp. v, 382. $5.00; textbook ed., $2.50.) 


Although economists generally dropped “political economy” for “economics” 
as a descriptive title of the discipline late in the nineteenth century, there is 
nonetheless an obvious relationship between the political and the economic. 
The “Struggle for Survival” is a description of the impact of politics (as well 
as individual personalities) on our industrial mobilization efforts starting with 
1939 and closing in 1943. Although the book does cover the remaining years 
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of the war, the author obviously feels not only that the major problems oc- 
curred in the earlier period but also that the solutions developed during these 
years were the ones that carried through to final victory. 

Probably the best description of politics in mobilization economics in the 
United States is Janeway’s “This book has attempted to explain the how of - 
Roosevelt’s greatness by telling the story of Roosevelt at his greatest—as 
War President and presiding genius over America’s home front. The how of 
his greatness defies comparison as it will ever defy duplication” (p. 360). 
However, the story of Roosevelt is less the story of the man himself and more 
that of the World War II mobilization program starting with Stettinius, Har- 
riman, Moulton, et a/.; running through the personalities of the National 
Defense Advisory Commission, the Office of Production Management; into 
the War Production Board—Nelson, Wilson, Eberstadt; on into the Office of 
War Mobilization and Reconversion—Byrnes, Vinson; with heavy admixtures 
of Baruch, Stimson, and Forrestal throughout. 

Janeway as Mobilization Specialist for Time and Fortune had access to 
these people and to the record to an extent permitted few other people. For 
this reason, his quarrels with the official publications like the Bureau of the 
Budget’s “The United States at War” and private ones such as Donald Nel- 
son’s “Arsenal of Democracy” have a better than usual basis. 

From the economist’s point of view, the story is that of the lesson which 
Baruch learned in World War I, that is, there must be an over-all balancing 
of requirements and supply (p. 90), and the slowness and difficulty with which 
the various persons charged with the responsibilities of organization failed to 
adopt this view until late 1942 when Eberstadt’s Controlled Materials Plan 
became official policy. 

In fact, most of the first part of the book is an effort to tell the suppressed 
story of the War Resources Administration and its plan for organizing the 
economic war effort. Janeway attributes Roosevelt’s rejection of the WRA 
plan to three causes: the identification of the Board with big business, Roose- 
velt’s fear of creating an ‘‘Assistant President” who would likely be a rival 
to the President, and Roosevelt’s admixture of admiration, distrust, and 
jealousy of “Dr. Facts,” Bernard Baruch. In reality these three factors, chang- 
ing the name from Baruch to that of other people who might have risen to 
equal positions of strength, is much of Janeway’s explanation of the struggle. 
According to Janeway, Roosevelt was a very great man whose greatness rested 
largely upon his understanding of politics and his capacity as a politician. He 
identifies Roosevelt’s admixture of politics and administration in the very early 
pages of the book when he says: “Nevertheless, to such a mercurial but pro- 
phetic figure as Roosevelt, who at the slightest provocation was ready and able 
to ‘rise above both politics and principle, the American political system offers 
a standing invitation to operate a crisis presidency by the technique of pure 
democracy—by provoking participation from the people instead of by im- 
posing discipline upon them, by manipulating the complications of the 
American political system and the American war economy to free instead of 
to frustrate the energies and the passions of the masses” (p. 4) and “If he 
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had relied on conventional methods of launching a mobilization program, he 
would have appointed a staff of emergency administrators and dealt with the 
people through them” (p. 6). | 

It probably is safe to assume that when Janeway was preparing the manu- 
script he was not only writing the history of an important period in American 
life, but also was preparing a memorandum to the President and to the ad- 
ministrators who would have to deal with economic mobilization if there 
were another war. In this sense, it was and is an important message. For- 
tunately for the country in our present stage of semi-war mobilization, the 
major lessons have been applied by fortuitous accident in the appointment of 
Charles E. Wilson and Manly Fleischmann for the principal rdles in our 
economic mobilization and the obvious desire and willingness of President 
Truman to make mobilization a professional rather than a political under- 
taking. 

Fleischmann served his apprenticeship in World War II during the period 
of struggle and confusion which Janeway so eloquently describes. When called 
into a senior position shortly after the outbreak of hostilities in Korea, he was 
in a position to apply the lessons of ten years ago, and therefore not only picked 
up with the proper direction of policy but also recruited the “‘doers” of WPB 
days. Since July 1950 this combination has saved the country from much of 
the chaos of 1939-1943. 

Wilson, also an alumnus of the same school of hard knocks, in his senior 
position was not only able to understand but also to abet and approve the 
policy and procedures which Fleischmann has formulated. Only by reading the 
“Struggle for Survival” and by attempting to reconstruct the economic chaos 
and difficulties which it describes are we able to fully appreciate the debt 
which we now owe these men. 

In its 320 pages the book packages twelve extremely pungent and pointed 
chapters. It is a lesson in the reality of economics that all of us must recognize 
as the ultimate translation of economic ideas into worldly activities. The 
book concludes with an extremely well documented Bibliographical Note 
which brings together an excellent list of references for those who are inter- 
ested in or must deal with the economics of industrial mobilization or planning 
either in war, semi-war, or peace. 

| Davip Novick 
Santa Monica, California 


Price Policies in the Cigarette Industry. By Witt1am H. Nicuotts. (Nash- 
ville: Vanderbilt University Press. 1951. Pp. xix, 444. $6.00.) 


When the Tobacco Trust was dissolved in 1911, Louis D. Brandeis predicted 
that the dissolution plan adopted by the courts would “prevent, in large 
measure, competition among the four [principal successor] companies”; and 
that “the plan would result in four monopolies instead of one.” The prophetic 
shrewdness of this prediction was demonstrated thirty-five years later when 
the Supreme Court, in May 1946, again found the sale of cigarettes and the 
purchase of leaf tobacco to be dominated by unlawful monopoly and con- 
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